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Abstract: Reserve bank of India started banking ombudsman scheme on 14th June, 1995 with the 
aim to provide quick and inexpensive forum for bank customer to solve the complaints related to 
deficiencies in banking services. From the inception of the scheme the required fund for smooth 
conduct of BOS operations share by participant banks up to 2005, But after 2005 the all expenses 
incurred to run the scheme fully borne by RBI. 
 This research paper explored the facts related to the role of reserve bank of India in smooth 
conduct of the banking ombudsman scheme, analysis of cost incurred for operation of BOS and 
process of preparation of budget for BOS. 
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Introduction: 
 Almost all the activities, directly or indirectly, involve the acquisition and use of finance. For 
the purpose of functioning any task requires manpower, land, building, furniture, various equipments 
and so on. For example recruitment and promotion of employees requires fund for payment of wages 
and salary, buying fixed assets for the purpose of increasing efficiency affects the flow of funds, 
regular and recurring needs of an activity or functioning any task fund are needed. It means that 
without finance nothing can happened efficiently and effectively. Availability of fund is must for 
meeting day to day expenses for providing uninterrupted services to the stakeholder. 
 Banking ombudsman scheme is started for the satisfaction of banking customer regarding the 
services provided by the bank. If, there is any deficiency in the banking services provided by banks 
which is belonging to the jurisdiction of banking ombudsman scheme the banking customer can 
approach the banking ombudsman scheme for their help. For the purpose of performing regular and 
uninterrupted services to the bank customer banking ombudsman scheme requires fund or finance. In 
the smooth functioning of banking ombudsman scheme the finance play very vital role as blood 
played in the human body. But, question is rise that where from this requires funds obtain by the 
Banking ombudsman scheme? The answer is that up-to December 2005; the total expenditure 
incurred for the operation of Banking Ombudsman Scheme was shared by the banks, in the 
proportion of their working capital. From the January 1, 2006 the whole expenses incurred for 
smooth and uninterrupted functioning of the scheme borne by Reserve bank of India. Before analysis 
of cost it is needed to understand the role of Reserve bank of India to run the scheme.  
 
Objectives of the study: 
1) To understand the role of Reserve bank of India in smooth operation of the Banking 
Ombudsman scheme. 
2) To analyze the cost incurred for operation of the banking ombudsman scheme. 
3) To know the process of preparation of budget for banking ombudsman scheme. 
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Research methodology: 
Data collection: 
The study based on secondary data source which is collected from various data sources such as 
books, annual reports of RBI and various websites. 
Scope & limitations of the study: 
This research paper highlights on role of reserve bank of India as founder, controller, fund provider 
and administrator of the banking ombudsman scheme. Following are the some limitations of the 
study: 
1) This study is based on secondary data source only. 
2) This paper considered the period of 2005-06 to 2014-15.  
 
Review of literature: 
Role of RBI to run the Banking Ombudsman Scheme:- 
 Besides providing fund for operation of the Banking ombudsman scheme RBI played vital 
role to run the scheme. 
 Following are the some important points that can highlight the role of Reserve Bank of India 
to run the Banking ombudsman scheme: 
1) Founder of the scheme:  
Reserve Bank of India started Banking Ombudsman Scheme in January 14, 1995 with the 
aim to provide fast and inexpensive forum to bank customer for redressal of disputes related 
to deficiencies in bank services rendered by commercial banks, Regional Rural Banks and 
Scheduled primary co-operative banks. This scheme handled all the complaints which 
mention in its jurisdiction. The scheme was issued under the provision of Banking 
Regulation Act, 1949. Initially Banking Ombudsman Scheme started in only three centers 
viz. Mumbai, Bhopal, and New Delhi.  But, thereafter with the increasing scope more centers 
were added and today, the numbers of Banking Ombudsman offices in the country are goes 
up- to 15. 
2) Controller of the scheme: 
As the controller of the scheme Reserve Bank of India provides all the 
instructions/information relating to customer services and grievance redressal. It oversees the 
grievance redressal mechanism though the Customer Service Department (CSD). Reserve 
Bank of India took over the Banking Ombudsman Scheme fully by functioning and staffing. 
The Banking Ombudsman was appointed by RBI from its offices in the rank of Chief 
General Manager. RBI, if necessary, amended the scheme time to time for involvement of 
new areas. 
3) Fund provider of the Banking Ombudsman Scheme: 
As mention above, up to 2005, the total cost in the operationalizing the Banking Ombudsman 
Scheme was shared by the banks in the proportion of their working funds. From January 1, 
2006 the total cost or expenditure incurred for the operation of the banking ombudsman 
scheme fully provide by the Reserve Bank of India. 
4) Administrator of the scheme:  
Reserve Bank of India as founder of the scheme also plays a role of administrator of the 
banking ombudsman scheme. The responsibility of administering the customer redressal 
mechanism is handled by the Customer service Department (CSD) of Reserve Bank of India.  
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 As mention above, Reserve Bank of India plays key role as founder, controller, fund 
provider and administrator of the banking ombudsman scheme. Reserve Bank of India can 
suspend the all the operations or any of the provision of the scheme for such period as it 
thinks fit. It means that whole and soul of the Banking Ombudsman Scheme is nothing but 
Reserve Bank of India. 
Cost Analysis of the BOS: 
Classification of cost: 
 Total cost for the operation of banking ombudsman scheme can be classified under different 
category. Following figure No. 3.1 highlights the classification of cost incurred for running of the 
scheme. 
 
Figure No. 1 
Classification of Cost 
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Source: Self-Designed (Compiled on the basis of literature)  
 
 The figure no. 3.1 shows the classification of total expenditure in the operation of the 
banking ombudsman scheme. The cost of the scheme includes the revenue expenditure and capital 
expenditure incurred in running the banking ombudsman scheme. The revenue expenditure includes 
the establishment items and non-establishment items like salary and allowances of the staff attached 
to banking ombudsman offices and non-establishment items such as rent, taxes, insurance, low 
Furniture, Electrical 
installation, 
Computers/related 
equipments, 
Telecommunication 
equipments and Motor 
vehicle 
 
 
Salary and 
allowances of the 
staff  
   
 
Rent, Taxes, Insurance, Law 
charges, Postage and 
telegram charges, printing 
and Stationary expenses, 
Publicity expenses, 
Depreciation and 
miscellaneous items 
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charges, postage and telegram charges, printing and stationary expenses, publication expenses, 
depreciation and other miscellaneous items. The capital expenditure items include the furniture, 
electrical installation, computer/related equipments, telecommunication equipments and motor 
vehicle etc. 
 
Analysis of Total cost of handling complaints at BO offices: 
 The details about total cost of handling the complaints during the year 2005-06 to 2014-15 
are given in the following table. 
Table No.1 
Total cost of handling the complaints during the year 2005-06 to 2014-15 
Sr. No. Period Total cost (Rs. In corer) Percentage (%) 
with Total cost 
1 2005-06 8.12 3.58 
2 2006-07 9.81 4.33 
3 2007-08 12.50 5.51 
4 2008-09 15.29 6.74 
5 2009-10 19.74 8.71 
6 2010-11 26.10 11.51 
7 2011-12 28.10 12.39 
8 2012-13 31.50 13.89 
9 2013-14 36.90 16.27 
10 2014-15 38.70 17.07 
 Total cost in 10 
years 
226.76 100 
( www.rbi.org.in banking ombudsman scheme annual report various issues) 
The above Table No. 3.1 indicates that the total cost of handling the complaints of banking 
ombudsman scheme from the year 2005-06 to 2014-15 was Rs. 226.76 corer. It is observed that 
since the year 2005-06 to 2014-15 the total cost incurred for running the BOS is gradually increased 
year by year. It is noted that in the year 2010-11 the cost incurred for handling the complaints 
increased largely (2.80% more than previous year) and in the year 2006-07 cost is increased but with 
very low margin(0.75% more than previous year) . 
Average cost of handling complaints at BO offices: 
 The following table no. 3.2 indicates the details about the average cost of complaints handled 
by BO offices with numbers of complaints disposed during the year 2005-06 to 2014-15. 
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Table No. 2 
Average cost of handling complaints at BO offices  
Sr. No. Period  Total cost Rs. 
In cr. 
No. of 
complaints 
disposed  
Cost per 
complaint 
1 2005-06 8.12 27193 2986 
2 2006-07 9.81 37661 2604 
3 2007-08 12.50 49100 2546 
4 2008-09 15.29 65576 2331 
5 2009-10 19.74 83336 2368 
6 2010-11 26.10 72021 3619 
7 2011-12 28.10 72889 3858 
8 2012-13 31.50 70541 4468 
9 2013-14 36.90 76573 4824 
10 2014-15 38.70 85131 4541 
 Total cost in 
10 years 
226.76 640021 -------- 
( www.rbi.org.in banking ombudsman scheme annual report various issues) 
The above table no. 3.2 indicates that the aggregate cost of running the banking ombudsman scheme 
has gradually increased year after year from the period 2005-06 to 2014-15. It was observed that the 
number of complaints disposed are increased from the period 2005-06 to 2009-10 gradually but 
thereafter in the year 2010-11 and 2012-13 the rate of complaint disposed are decline with compared 
to the previous year. As far as average cost of handling as compliant is concerned it was find that 
since the year 2005-06 to 2008-09 the average cost of handling a complaint reduce gradually year 
after year due to increasing rate of disposal of complaints during the period. From the year 2009-10 
to 2013-14 the average cost of handling a complaint has risen from Rs. 2368/- to Rs. Rs. 4824/- 
during this period. In the year 2014-15 there was a decline in average cost of handling complaints 
from Rs. 4824/- to Rs. 4541/- with compared to previous year 2013-2014.  As far as relationship 
between number of complaints disposed and cost per complaint is concerned it was observed that 
from the period 2005-06 to 2008-09 increased in number of complaints disposed decreased in cost 
per complaint or average cost but thereafter it was not happened and there was in year 2009-10 
although the disposal rate of complaints are increased the average cost of handling complaints are 
also increased. From the year 2010-11 to 2014-15 it was observed that there was a up and down in 
the complaints disposed but gradually increased in the average cost of handling complaints 
exceptionally year 2014-15. 
OBO-Wise per complaint Cost: There are 15 OBOs run across the country. Following table 
analyzed the OBO wise per complaint cost. 
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Table No. 3 
Analysis of OBO-Wise per Complaint Cost 
OBO 2012-13 2013-14 2014-15 Average 
Ahmadabad 5140 
(4838) 
6503 
(4588) 
5070 
(4965) 
5571 
(4797) 
Bengaluru 5907 
(3318) 
4779 
(4101) 
3948 
(4610) 
4878 
(4009.66) 
Bhopal 3555 
(4920) 
4671 
(4907) 
3851 
(5451) 
4025.667 
(5092.66) 
Bhubaneshwar 7551 
(1523) 
11015 
(1498) 
6373 
(2448) 
8313 
(1823) 
Chandigarh 4056 
(3094) 
4607 
(3162) 
5487 
(3131) 
4716.667 
(3129) 
Chennai 3534 
(7255) 
3854 
(8775) 
5563 
(8285) 
4317 
(8105) 
Guwahati 19327 
(807) 
17201 
(770) 
7504 
(1054) 
14677.33 
(877) 
Hyderabad 3463 
(4303) 
3307 
(4477) 
4123 
(4366) 
3631 
(4382) 
Jaipur 5727 
(4099) 
6121 
(4104) 
6257 
(4088) 
6035 
(4097) 
Kanpur 3443 
(9012) 
4298 
(8389) 
3413 
(8818) 
3718 
(8739.66) 
Kolkata 5388 
(4388) 
6093 
(4698) 
5408 
(5277) 
5629.667 
(4787.66) 
Mumbai 3804 
(4607) 
4596 
(9965) 
5019 
(10446) 
4473 
(8339.33) 
New Delhi 3479 
(9444) 
2720 
(11045) 
2486 
(14712) 
2895 
(11733.66) 
Patna 5706 
(2785) 
5537 
(3253) 
4212 
(4456) 
5151.667 
(3498) 
Thiruvanantapuram 6251 
(2148) 
7194 
(2841) 
8405 
(3024) 
7283.333 
(2671) 
Average 5755.4 6166.4 5141.267 5687.689 
(Source: Banking ombudsman scheme annual report various issues) 
(Note: Figures in the bracket indicates the number of complaints disposed by OBO in year). 
Table No. 3.3 highlights the OBO-wise cost per complaints during the period of 2012-13 to 2014-15. 
It is observed that the average cost of complaints disposed accounted 5755.4, 6166.4 and 5141.27 in 
the year 2012-13, 2013-14 and 2014-15 respectively. It is found that the Guwahati accounted 
maximum share (14677.33) of average per complaint cost during period of 2012-13 to 2014-15 
followed by Bhubaneswar (8313), Thiruvantapuram (7283.33), Jaipur (6035), Kolkata (5629.67), 
Ahmadabad (5571), Patna (5151.66), Begaluru (4878), Chandigarh (4716.66), Mumbai (4473), 
Chennai (4317), Bhopal (4025.66), Kanpur (3718), Hyderabad (3631) and New Delhi accounted 
lowest (2895)cost per compliant disposed During the period of 2012-13 to 2014-15. The table also 
indicate that reason behind increased cost per compliant of Guwahati is low volume of complaints 
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disposed. It means that to control the cost per complaint of OBO it is necessary to increase the 
awareness amongst the particular area about Banking Ombudsman scheme.    
 To control the cost per complaint of OBO is the big challenge before banking ombudsman 
scheme or its regularity authority RBI.  
 Following figure indicate the percentage of averageOBO-Wise per Complaint Cost 
 
Figure No. 1. 
 
Process of Budget: 
 There are 15 Offices of Banking Ombudsman working across the country. All the expenses 
incurred for effectively and efficiently running the scheme are born from the Reserve Bank of India. 
Hence, it is necessary to each and every office of the Banking ombudsman shall draw up an annual 
budget for itself in consultation with Reserve Bank of India and exercise the power of expenditure 
within the sanction or approved budget on the lines of Reserve Bank of India Expenditure Rules, 
2005. 
Concluding Remarks: In conclusion it is remarkable here that as founder of the scheme RBI 
provide finance for the smooth functioning of the scheme from its inception. RBI played various 
roles as controller, administrator and finance provider of the scheme.  It is noted that the expenses 
incurred for running the scheme increased year after year. During the study period there are 
Rs.226.76 corer total expenditure are incurred for running banking ombudsman scheme and all these 
expenses are born from its parent institution RBI. As far as per complaint cost is concerned it is 
noted that in the year 2013-14 accounted maximum per complaint cost as Rs. 4824 and in the year 
2008-09 it is accounted lower value as Rs. 2331. In analysis of OBO wise per complaint cost it is 
noted that Guwahati accounted maximum share (14677.33) of average per complaint cost and New 
Delhi accounted lowest (2895) cost per compliant disposed during the period of 2012-13 to 2014-15.  
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 Finally, it is concluded that for smooth functioning of the scheme RBI spent corers of rupees 
continuously without interruption. But it is necessary to control the cost of per complaints in some 
centers. OBO must to control the per complaint cost and it is possible only when the concerned OBO 
aware the people about banking ombudsman scheme and increase the rate of complaints received in 
that particular region and dissolved complaints within time.   
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